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I. Introduction es 
The COVID-19 pandemic has, since early 2020, put the world economy in 


jeopardy, and forced a transformation of human lives and livelihoods globally. And re 
the midst of this unprecedented crisis, Indian agriculture stood out as an exception, gr < ig 
at 3.6% during FY2021, while the other sectors contracted.We, at NABARD, too ave 
emerged stronger from this adversity with a record 23.6% growth in our balance sheet size 
reach close to “6.6 lakh crore in FY2021. While a detailed account of our operations an 
performance during FY2021 is presented in subsequent chapters, this chapter recapitulates 
the major developments of FY 2021 that had a significant bearing on us. 

The ‘lives versus livelihoods’ dilemma:the trying times brought on by the pandemic 


difficult choices before India, especially given the country’s size and 


placed extremely ss 
-term pain, India imposed 


complexity. Hoping for long-term gain at the cost of some short 
stringent nationwide lockdown. The poor and the vulnerable as well as the business sector 

(especially the micro, small, and medium enterprises) bore the brunt of the extreme economic 

disruption. Under the AtmaNirbhar Bharat package, the Government of India endeavoured to 

cushion the economic shock faced by these segments through a variety of measures. The 

Pradhan Mantri Garib Kalyan Yojana ensured food security through the public distribution 
system; direct benefittransfers were made to widows, pensioners, and women holding Jan 
Dhan accounts; additional funds Sanctioned for the Mahatma Gandhi National Rural 
Employment Guarantee Scheme; and debt moratoria and liquidity support extended to 
businesses. With the easing of movement- and health-related restrictions in the third quarter 
of FY2021, government Support shifted to a calibrated push for growth in investment and 
demand through the AatmaNirbhar Bharat (ANB) 2.0 and 3.0 economic recovery packages 
which focused on boosting capital expenditure. 


Key words: Agricultural Production, Inflation, Financial Inclusion, Livelihood, 
Infrastructure, Technology and Entrepreneurship. 


Severe economic contraction: According to the International Monetary Fund and the World 
Bank, the global economy contracted 3.5%-4.3% due to the pandemic in 2020. Demand 
compression coupled with supply disruptions led to contraction in fixed investment, private 
consumption, and exports. The Indian €conomy contracted sharply due to the stringent 
lockdown imposed during March-May 2020. Its real gross domestic product (GDP) recorded 
a whopping 23.9% de-growth in QI of FY2021 followed by a 7.5% drop in Q2.5 The 


Protracted nationwide lockdown, social distancing 
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Refinance: Short-term credit (maximum outstinding) (% crore) 
Particulars FY2022FY2021 % growth over FY2021 

ST-SAO, SUCB45,569 44,643 2.1 

ST-SAQ, RRB 10,126 9,730 4.1 

ST-OSAO, StCB20,322 8,921 127.8 

ST-OSAO, RRB 8,269 2,812 194.1 

Additional ST-SAQ, StCB50,844 30,781 65.2 

Additional ST-SAO, RRB 16,973 10,577 60.5 


Note: RRB © Regional Rural Bank, StCB = State Cooperative Bank; ST-SAO © Short-Term Credit for Seasonal 
Aguiculturtl Operations; ST-OSAO © Short-Term Credit for Purposes Other than Seasonal Agricultural Operations 

India registered 8.7% growth in gross domestic product (GDP) in FY2022, which 
surpassed the pre-pandemie level, thus reviving our hopes to become third-largest economy 
in the world by mid 2030s, Expansionary fiscal measu 


and monetary, regulatory, and 
liquidity initiatives that prioritized growth over other objectives helped the GDP bounce back 
through Q2-Q3 FY2022 though it lost some pace in Q4 FY 2022 due to COVID-19 Omicron 


infections and global geopolitical contlicts. The growth pace was relatively high due to more 
localised (as opposed to full) lockdowns, adaptability of COVID protocols, and V 
drives. Business expectations and consumer contidence 
climate, reflected in higher gross fixed capital form 
to FY2021 (30.5%). 


accination 
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inflation on account of continuous easing of food prices, especially vegetables, reflected in 
food inflation at 0.7% (September), although fuel inflation remained high. The period 
October 2021 to March 2022 witnessed a steady elevation in inflation from 4.5% to 6.7%, 
crossing the RBI's tolerance limit of 6%, This was on account of sharp rise in food inflation 
from 0.9% to 7.7%, The RBI has projected 6.7% retail inflation for FY2023.14 However, 


global inflation could worsen India’s inflationary expectations. 


Further, quantitative tightening and series of rate hikes by the US amidst highest 
inflation, unprecedented in 4 decades that broke the target rate by over four times, forced the 
RBI not to be behind the curve as inflation breached targets and remained untameable. 
Reverse flight of capital, depreciation in the Indian Rupee value, worsening current account 
deficit. imported inflation, and volatility in the financial markets are some of the problems 
India was forced to deal with. India’s foreign exchange reserves had to be drawn on, reducing 
them to $596 billion.15 though the level is still comfortable. The money and debt market 
developments have been a result of fiscal and monetary policies and priorities. During the 
pandemic. growth and liquidity in the system were prioritised and the RBI kept the repo rate 
low at 4% for almost 2 years till May 2022.16 Money markets were flush with liquidity; 
short-term interest rates (aligned to the floor of the RBI's liquidity adjustment facility) firmed 
up in the second half of the year due to rebalancing of liquidity. Yields hardened in the debt 
markets in the second half of the year due to large issuances of bonds and sccurities by 
governments and diverse monetary policy stances across the world.” 


Agricultural production 


Agricultural sector’s performance has been impressive during the last few years, 
reporting a compounded annual growth rate (CAGR) of 3.7% between FY2018 and FY2022. 
The estimated real agri-gross value added (GVA) of 221.1 lakh crore in FY2022 accounted 
for 15.5% of total GVA and is 6.4% higher than the pre-pandemic level.1 The agri-GVA 
recorded positive growth across all products including foodgrains, cereals, pulses, and 
oilseeds even during the pandemic, thereby providing the country much-needed food 
security. 


Sugarcane production touched a record 4,305 lakh tonne in FY2022. Cotton 
production dropped by 10.5% to 315.4 lakh bales due to a 7% fall in the crop area to 123.5 
lakh hectares (ha). Jute and mesta production across 7 lakh ha area is 102.2 lakh bales (Figure 
2.2 C). Horticulture production in FY2022 was estimated at 341.6 million tonne. Production 
of fruits and vegetables was estimated at 107.1 million tonne and 204.6 million tonne 
respectively in FY2022. While the production of tomato and potato declined by 4.6% and 
4.0% respectively, that of onion increased sharply by 19.0%.? 


III. Technology and entrepreneurship 
It takes entrepreneurship to innovate and transfer technology to the field where it 
plays a pivotal role at every stage of farming from land preparation to marketing. The internet 


has facilitated a transformation of the entrepreneurship ecosystem by providing information 
and access to consumers/traders. The 28-year-old from Madhya Pradesh who used the 
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or ); National Academy of Agricultural Research Management pore ag 
Jayashankar Telangana State Agricultural University (PJTSAU): In aan oe vs 
Agricultural Research (ICAR); Indian Institute of Maize Research (IMR) in Hyderabad; 
Tamil Nadu Agricultural University (TNAU), Coimbatore and Madurai; and Chaudhary 
Charan Singh Haryana Agricultural University, Hissar, have contributed ie the agri- 
prencurship and start-up development. Start-ups promoting the use of drones in agriculture 

have received a fillip from the recent drone policy of the Government of India. 


pical example. 


Agri-incubators for entrepreneurial culture 


Agri-business ventures start their journey from the agri-business incubators (ABIs) 
which catalyse and support the entrepreneurs with agricultural technology, business 
consultancy, networking with management experts, linking with venture capital funding, 
infrastructure, and other facilities. Hyderabad has been the hub of incubators starting with the 
ABI of ICRISAT set up in 2003. The incubator offers high-end technology support in the 
newly cmerging area of digital agriculture and machine learning. Since its inception, ABI— 
ICRISAT has nurtured over 103 start-ups in the field of agri-business and mentored 22 


incubators in ICAR- State Agricultural University (SAU) system. Currently, ABI-ICRISAT 
is supporting 14 start-ups. 


Agri-Innovation Hub (AIH) of PJTSAU, founded in 2020, has three programmes, 
viz., Agricultural Innovation (for start-ups at various stages), 
students), and Rural Entrepreneurship (for grass root en 
Innovation Development of Entrepreneurship in Agriculture 
was set up in 2014 to cater to innovation and entrepreneurs 
agriculture and allied sectors. The a-IDEA hosted NABARD’s 
Krishiboot, Immersion Programme, National 
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technologies that are ready for transfer. NABARD was involved in incubation first as a 


member of ABL ICRISAT advisory committee and recently as a funding agency for a-IDEA- 
NAARM, AIH-PJTSAU and seven rural business incubation centres (RBICs). 


Drones in conjunction with artificial intelligence when deployed in E-mandis can 
increase efficiency all along the supply chain. The companies involved include INI Farms 
(ag-tech company that controls operations from farming to consumption), Agribazaar (trading 
marketplace using technology), Monks Bouffe (works with farmers to derive value added 
products like peanut butter), and Crofarm (connects buyers and sellers with a promise to 
deliver in 12 hours). 


IV. Watershed Development 


NABARD’s watersheds have been impactful and sustainable due to mandatory 
people’s participation in planning and implementation of the projects. These participatory 
watershed projects since 1990s were aimed at de-risking the earnings of farmers in rain-fed 
farming systems. During FY2022, 156 new projects covering 1.3 lakh ha were sanctioned and 
an amount of 2109.5 crore disbursed (2101.4 crore in FY2021). This included 31 springshed 
development and 48 KW’ soil projects. By the end of FY2022, 3,557 projects covering more 
than 25.9 lakh ha across 28 states had been sanctioned with a cumulative disbursement of 
22,014.3 crore. These natural resource management projects have benefitted communities 
through soil and moisture conservation, higher productivity, climate proofing, and by 
providing alternative livelihoods, besides ensuring security and sustainability of existing 
livelihoods. 


Skill building for micro-enterprise development 


Sustaining micro-enterprises for rural livelihoods can get a fillip with an 
understanding of rural markets, business dynamics, and enterprise management. In FY2022, 
769 MEDPs enhanced these capacities for 25,745 self-help group (SHG) members. They 
helped members diversify into newer areas and increase their incomes, as revealed by a 2020 
impact assessment study across five districts of Tamil Nadu. 


Skills and linkages for women-led micro-enterprises: Skills enable productive marketable 
activities which then require market, knowledge, and credit linkages to convert to enterprises. 
Micro-enterprises that are modelled on self-employment as well as those that are a collective 
of a few co-workers need knowledge partners who bring on board the ‘how to’, ‘dos’, and 
‘don’ts’. Old and new NABARD-supported projects are yielding noteworthy outcomes by 
augmenting family incomes that also empower women. Self-employment in Uttar Pradesh 
The %5.4-crore Arthimpact Welfare Foundation project aims to promote 500 women 


entrepreneurs in Lucknow, Raebareli, and Ayodhya districts with %35 lakh assistance from 
NABARD.° 


Nurturing women’s livelihoods and entrepreneurship: The Friends of Women’s World 
Banking, India with a NABARD support of 265.4 lakh will set up 800 micro-enterprises (400 
will be credit linked) in 19 districts across Gujarat, Nagaland, and Manipur.’ All women 
entrepreneurs will be financially included through savings accounts and Pradhan Mantri 
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V. Financial inclusion 

Due to knowledge asymmetry in technology and financial systems, the rural sector 
seems to be a step behind the urban, resulting in a slower economic development. Skilling 


and livelihood generation initiatives, too, without financial inclusion remain incomplete. 


Financial inclusion is a national priority and an enabler of inclusive growth. The rural 
population does not only need to know its financial rights, dues, and opportunities but also 
must avoid the dragnet of informal lending that has impoverished it for generations. 
NABARD supports the creation of financial inclusion infrastructure in banks that helps in 
speedier financial transactions. It also builds digital and payment acceptance infrastructure 
and drives digital and financial awareness activities. 


While the role of microfinance in poverty alleviation is widely researched, the impact 
of government-promoted microfinance programmes such as StreeNidhi, especially in the 
context of its efficacy in delivering microfinance through digital platforms and the 
sustainability of its business model, had not been studied thus far. NABARD, therefore, 
entrusted Centre for Entrepreneurship Development and Financial Inclusion (CEDFI), 
National Institute of Rural Development and Panchayati Raj, and Union Ministry of Rural 
Development to conduct a research study on StreeNidhi’s business model. 


Based on primary data from 603 SHG borrowers of StreeNidhi in Andhra Pradesh and 
Telangana, the study found significant positive correlation between ‘financial and digital 
literacy’ of SHG members and their income and assets. This correlation reflects that financial 
literacy and digital literacy reinforce each other while boosting asset accumulation by SHG 
households. Significant positive correlation between credit and income further indicates that 
income of the SHG households will go up if loans are sanctioned to them at successive 
intervals. 


VI. Infrastructure for quality of life 


NABARD actively supports and finances several other infrastructure activities such as 
education, health, drinking water, rural housing, sanitation, electricity transmission, and 
renewable energy. These social projects were financed by NABARD in FY2022 under 
various funds including RIDF and NABARD Infrastructure Development Assistance 
(NIDA). Under NIDA alone, NABARD sanctioned 20 projects in social infrastructure such 
as drinking water and education (Figure 6.9 and Showcase 6.4). NABARD has extended 
loans for rural housing under Pradhan Mantri Awaas Yojana—Gramin (PMAY-G) since 
2017-18 and for household toilets under Swachh Bharat Mission—Gramin (SBM-G) during 
FY2019 and FY2020 towards part funding of GOI share® 


Development fund support to social sector infrastructure 


¢ Social sector constitutes 32.7% of total loan sanction under RIDF tranche XXVII. The 
major portion of these loans has been extended towards drinking water projects 
(67%), followed by education (18.8%), and healthcare (12.8%). 
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© In FY2022. in tine with GOT priority, an amount of 210,068.7 crore was sanctioned to 
facthtate the installation of rural drinking water schemes by state governments, Out of 
this, 26,256.5 crore in aggregate for 18 proposals was sanctioned to benefit 2.8 crore 
persons in 13,954 villages across 10 states under Jal Jeevan Mission, 

e These social sector proposals have paved a way towards achievement of zero hunger 
(SDG 2); good health and well-being (SDG 3); quality education (SDG 4); and clean 
water and sanitation (SDG 6) tn rural India 


Note: GOL = Government of India, RIDE © Rural Infiastructure Development Fund; SDG = Sustainable Development Goal 


The Reserve Bank of India (RBI)I oversees commercial banks and urban cooperative 
banks as their supervisor to proactively prevent systemic failure and preserve public 
confidence in the banking system, As RBI's counterpart for rural financial institutions (RFIs), 


NABARD similarly supervises. 


e Regional rural banks (RRBs); 

© Rural cooperative banks (RCBs) including state and district central cooperative banks 
(StCBs and DCCBs); 

¢ Primary agricultural credit societies (PACS); 

e Primary cooperative agriculture and rural development banks (PCARDBs); and 

© State cooperative agriculture and rural development banks (SCARDBs), 


The supervised entities (SEs) of NABARD. Bank supervision has evolved over time 
and a few milestones/developments in NABARD’s supervisory framework are summarized. 


VIL. Conclusion and Policy Suggestions 
Supervision of financial institutions has been evolving with the growing complexities 
and risks in the financial system in India and abroad such as coordinated response action by 
major central banks and Basel norms. A supervisory role encompasses statutory compliances. 
and fraud prevention for SEs. The complex responsibilities are discharged in a mostly 
unregulated dynamic external environment. NABARD’s supervisory role is even more 
challenging. It needs to not only ensure safety of the business and soundness of the health of 
the SEs but also support financial inclusion and business expansion roles that the institution 
must play for rural India. Its supervisory goals are to ensure resilience and sustainability of 
SEs. NABARD’s supervisory activities are designed to protect the interests of the depositors; 
enable stability and growth of the financial system, and ascertain compliance with regulatory 
guidelines. NABARD maintains a degree of surveillance to prevent and quickly respond to 
de intent, and poor regulatory compliance and governance. 


fraud, malpractice, other mala fi 
al action and pathway for the bank to return to business as 


Supervision also informs remedi. 
usual. 

In recent years, greater emphasis has been on proactive fraud prevention. 
Accordingly, NABARD instituted vulnerability indices to quantify fraud (VINFRA2) and 
cyber risks (VICS3) on RFIs and introduced a matrix of policies for these SEs in FY2020. 


‘SuperSoft’ was launched as a pilot to digitalis 
was C-SITE4 cell. In the current year, NABARD laun 


¢ supervisory process in the next fiscal and so 
ched a complaints management system 
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(see Figure A7.1 for key milestones in supervision). During the pandemic, NABARD adapted 
processes to maintain supervisory intensity, effectiveness, and efficiency despite remote 
working with limited mobility or contact, With the aim of maximising benefits for Sls and 
the customers they serve, NABARD not only offers 3600 coverage against real threats and 
perceived risks but also goes beyond the basic supervisory mandate. Before introducing risk- 
based supervision (RBS) for SEs, NABARD will introduce an enhanced CAMELSS with 
compliance or CAMELSC6 framework featuring additional quantitative and qualitative 
indicators. NABARD’s ‘supervision plus’ strengthens SEs through guidance on better risk 
management; compliance to exposure norms; adherence to investment guidelines; and issuing 
alerts and advisories to SEs on cyber incidents. 
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